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Social Security Administration § 404.447 

to submit the requested statements, in-
formation, and other evidence is a suf-
ficient basis for a determination that 
the individual rendered substantial 
services in self-employment during the 
period in question. 

[32 FR 19159, Dec. 20, 1967, as amended at 47 
FR 46691, Oct. 20, 1982] 

§ 404.447 Evaluation of factors in-
volved in substantial services test. 

In determining whether an individ-
ual’s services are substantial, consider-
ation is given to the following factors: 

(a) Amount of time devoted to trades or 
businesses. Consideration is first given 
to the amount of time the self-em-
ployed individual devotes to all trades 
or businesses, the net income or loss of 
which is includable in computing his 
earnings as defined in § 404.429. For the 
purposes of this paragraph, the time 
devoted to a trade or business includes 
all the time spent by the individual in 
any activity, whether physical or men-
tal, at the place of business or else-
where in furtherance of such trade or 
business. This includes the time spent 
in advising and planning the operation 
of the business, making business con-
tacts, attending meetings, and pre-
paring and maintaining the facilities 
and records of the business. All time 
spent at the place of business which 
cannot reasonably be considered unre-
lated to business activities is consid-
ered time devoted to the trade or busi-
ness. In considering the weight to be 
given to the time devoted to trades or 
businesses the following rules are ap-
plied: 

(1) Forty-five hours or less in a month 
devoted to trade or business. Where the 
individual establishes that the time de-
voted to his trades and businesses dur-
ing a calendar month was not more 
than 45 hours, the individual’s services 
in that month are not considered sub-
stantial unless other factors (see para-
graphs (b), (c), and (d) of this section) 
make such a finding unreasonable. For 
example, an individual who worked 
only 15 hours in a month might never-
theless be found to have rendered sub-
stantial services if he was managing a 
sizable business or engaging in a highly 
skilled occupation. However, the serv-
ices of less than 15 hours rendered in 

all trades and businesses during a cal-
endar month are not substantial. 

(2) More than 45 hours in a month de-
voted to trades and businesses. Where an 
individual devotes more than 45 hours 
to all trades and businesses during a 
calendar month, it will be found that 
the individual’s services are substan-
tial unless it is established that the in-
dividual could reasonably be consid-
ered retired in the month and, there-
fore, that such services were not, in 
fact, substantial. 

(b) Nature of services rendered. Consid-
eration is also given to the nature of 
the services rendered by the individual 
in any case where a finding that the in-
dividual was retired would be unrea-
sonable if based on time alone (see 
paragraph (a) of this section). The 
more highly skilled and valuable his 
services in self-employment are, the 
more likely the individual rendering 
such services could not reasonably be 
considered retired. The performance of 
services regularly also tends to show 
that the individual has not retired. 
Services are considered in relation to 
the technical and management needs of 
the business in which they are ren-
dered. Thus, skilled services of a mana-
gerial or technical nature may be so 
important to the conduct of a sizable 
business that such services would be 
substantial even though the time re-
quired to render the services is consid-
erably less than 45 hours. 

(c) Comparison of services rendered be-
fore and after retirement. Where consid-
eration of the amount of time devoted 
to a trade or business (see paragraph 
(a) of this section) and the nature of 
services rendered (see paragraph (b) of 
this section) is not sufficient to estab-
lish whether an individual’s services 
were substantial, consideration is 
given to the extent and nature of the 
services rendered by the individual be-
fore his retirement, as compared with 
the services performed during the pe-
riod in question. A significant reduc-
tion in the amount or importance of 
services rendered in the business tends 
to show that the individual is retired; 
absence of such reduction tends to 
show that the individual is not retired. 

(d) Setting in which services performed. 
Where consideration of the factors de-
scribed in paragraphs (a), (b), and (c) of 
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this section is not sufficient to estab-
lish that an individual’s services in 
self-employment were or were not sub-
stantial, all other factors are consid-
ered. The presence or absence of a ca-
pable manager, the kind and size of the 
business, the amount of capital in-
vested and whether the business is sea-
sonal, as well as any other pertinent 
factors, are considered in determining 
whether the individual’s services are 
such that he can reasonably be consid-
ered retired. 

§ 404.450 Required reports of work 
outside the United States or failure 
to have care of a child. 

(a) Beneficiary engaged in noncovered 
remunerative activity; report by bene-
ficiary. Any individual entitled to a 
benefit which is subject to a deduction 
in that month because of noncovered 
remunerative activity outside the 
United States (see § 404.417) shall report 
the occurrence of such an event to the 
Social Security Administration before 
the receipt and acceptance of a benefit 
for the second month following the 
month in which such event occurred. 

(b) Beneficiary receiving wife’s, hus-
band’s, mother’s or father’s insurance 
benefits does not have care of a child; re-
port by beneficiary. Any person receiv-
ing wife’s, husband’s, mother’s, or fa-
ther’s insurance benefits which are 
subject to a deduction (as described in 
§ 404.421) because he or she did not have 
a child in his or her care shall report 
the occurrence of such an event to the 
Social Security Administration before 
the receipt and acceptance of a benefit 
for the second month following the 
month in which the deduction event 
occurred. 

(c) Report required by person receiving 
benefits on behalf of another. Where a 
person is receiving benefits on behalf of 
a beneficiary (see subpart U of this 
part) it is his duty to make the report 
to the Administration required by 
paragraph (a) or (b) of this section, on 
behalf of the beneficiary. 

(d) Report; content and form. A report 
required under the provisions of this 
section shall be filed with the Social 
Security Administration. (See § 404.614 
of this part for procedures concerning 
place of filing and date of receipt of 
such a report.) The report should be 

made on a form prescribed by the Ad-
ministration and in accordance with 
instructions, printed thereon or at-
tached thereto, as prescribed by the 
Administration. Prescribed forms may 
be obtained at any office of the Admin-
istration. If the prescribed form is not 
used, the report should be properly 
identified (e.g., show the name and so-
cial security claim number of the bene-
ficiary about whom the report is 
made), describe the events being re-
ported, tell when the events occurred, 
furnish any other pertinent data (e.g., 
who has care of the children), and be 
properly authenticated (e.g., bear the 
signature and address of the bene-
ficiary making the report or the person 
reporting on his behalf). The report 
should contain all the information 
needed for a proper determination of 
whether a deduction applies and, if it 
does, the period for which such deduc-
tions should be made. 

[32 FR 19159, Dec. 20, 1967, as amended at 49 
FR 24117, June 12, 1984; 51 FR 10616, Mar. 28, 
1986; 65 FR 16813, Mar. 30, 2000] 

§ 404.451 Penalty deductions for fail-
ure to report within prescribed 
time limit noncovered remunera-
tive activity outside the United 
States or not having care of a child. 

(a) Penalty for failure to report. If an 
individual (or the person receiving ben-
efits on his behalf) fails to comply with 
the reporting obligations of § 404.450 
within the time specified in § 404.450 
and it is found that good cause for such 
failure does not exist (see § 404.454), a 
penalty deduction is made from the in-
dividual’s benefits in addition to the 
deduction described in § 404.417 (relat-
ing to noncovered remunerative activ-
ity outside the United States) or 
§ 404.421 (relating to failure to have 
care of a child). 

(b) Determining amount of penalty de-
duction. The amount of the penalty de-
duction for failure to report non-
covered remunerative activity outside 
the United States or not having care of 
a child within the prescribed time is 
determined as follows: 

(1) First failure to make timely report. 
The penalty deduction for the first fail-
ure to make a timely report is an 
amount equal to the individual’s ben-
efit or benefits for the first month for 
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